Abstract
Introduction
Conventional wisdom has it that the major link through which economic growth translates to poverty reduction and equality of opportunities in an economy is in the amount of employment it generates. Hence, when sustained growth is not accompanied by employment creation, it remains non-inclusive such that unemployment may be stubbornly high even as the economy grows. Furthermore, consensus in the rich and growing literature on the relationship between economic growth and poverty reduction is that output growth is a necessary but not sufficient condition for a country to improve the standards of living of its people [1] . An inclusive growth strategy that ensures gradual reduction in inequality and expanding job opportunities is considered an important factor in the fight against poverty as an economy grows. The point of emphasis in the linkage between employment creation, inclusive growth and poverty reduction outcomes is that the poor derive their incomes from paid employment, especially in the formal sector; employment tends to serve as that crucial bridge that connects economic growth and poverty reduction, since labour service is the main asset for majority of the poor. Hence, the level of employment and the access of the poor to decent earning opportunities are crucial determinants of poverty alleviation and sustained reduction in inequality.
Since the mid-1990s, intuition that the creation of jobs matters for development underlies the design of a vast majority of national development plans and strategies in most African countries that look to employment generation as a major channel for poverty reduction. For instance, a major goal expressed in Zambia's Vision 2030 is to achieve middle income status by 2030 [2] . To achieve this and also overcome the high level of employmentyouth unemployment in particular-the Government has to address the constraints to increasing production levels in the private sector such that more formal sector jobs could become available. The idea is that for sustained economic growth to generate the kind of employment that contributes directly to poverty alleviation; sectors that have relatively high elasticities of employment must be the drivers of growth. While existing literature seems unanimous that sectoral patterns of growth affect the extent of poverty reduction, there remains a lack of consensus on which sector(s) are most important. While Loayza and Raddatz [3] , find that growth in labour-intensive sectors such as agriculture, contributes more to poverty reduction, Satchi and Temple [4] are of the view that growth in agriculture may increase poverty even further if, while growth in the urban sectorbased service and manufacturing activities may cause it to fall. This paper seeks to examine for Zambia, what the statistics say in terms of the responsiveness of employment to sectoral output growth over the years, and which sector(s) have performed better in terms of creating more jobs. To achieve this, the paper examines the extent to which Zambia's impressive growth rates of the last decade has been accompanied by increases in employment and the key sectors driving growth.
Output growth and labour market dynamics: earlier literature
The relationship between output growth and labour market performance may be said to have gained popularity with the seminal work of Okun [5] , in which the famous " Okun's law"-each percentage point above full employment is associated with a fall of about three per cent in real gross national product (GNP)-was formulated . Although this link was essentially given the status of an empirical regularity, the approach was implicitly "supply-side" oriented [6], the deviation of the unemployment rate from its natural level being assumed to induce a certain deviation of output from its long-run (or equilibrium) trend ("potential" GNP). Subsequent studies on the subject focused on the direction of causality between the variables, ( [7] , etc.). Many of these contributors adopted output growth rates as the exogenous and unemployment rates as the endogenous variables in their analyses.
Although the direct relationship between growth and employment is not as popular as Okun's law, it has gained increasing interest in recent years given the policy relevance of the issue; the targets of the European Employment Strategy (EES) for instance, launched at the 2000 Lisbon Council, were set in terms of employment rates [8] . Its simplest formulation relies upon the familiar concept of elasticity; a responsiveness index that in this case, describes the per cent reaction of employment to a one per cent change in output. The concept of elasticity implies per se a casual direction (in the framework of a demand-side approach); vice versa, the common approach considers the labour-output relationship in a production function context, i.e., labour is one input, and productive circumstances determine the output elasticity to the factors employed.
However, the employment intensity (or elasticity) of growth can also be simply used, together with other traditional labour market indicators (employment and unemployment rates), as a measure of how employment and output vary together over time. From this point of view, the relationship may be interpreted in terms of correlation, rather than causality, [10] ). Theoretical considerations may be re-integrated ex post by studying the determinants of employment intensity and examining, first of all, the role of technology, since the productivity intensity of growth is clearly the other side of the coin, [11] . But the importance of structural factors (e.g., industry composition of the economic system), labour costs, labour market institutions and their dynamics, and other macroeconomic factors must also be considered.
Further, authors, such as Islam and Nazara [12] , Ajilore and Yinusa [13] , etc., caution that employment elasticity has overtly overemphasised employment growth over productivity growth. Whereas the employment intensity of growth is a purely quantitative aspect of job rich growth, productivity growth speaks more to the qualitative aspects of growth in the number of 'decent' jobs. In this regard, the authors emphasise that both the employment and productivity-intensive growth are desirable in order to produce economic development objectives such as poverty reduction and reduction of social exclusion (see [1] , [3] and [11] .
Macroeconomic background
Recent figures from the African Development Bank (AfDB), the World Bank, and the International Monetary Fund (IMF), show that Africa's rate of growth has outperformed the global rate over the last decade. From 2001 to 2010, six of the world's ten fastest-growing economies were in sub-Saharan Africa. Even though the World Bank Global Economic Prospects 2014 reports that the growth rate in sub-Saharan Africa (SSA) is expected to improve to 5.1 percent in 2016, from an estimated flat rate of sub-5 percent in 2014 and 2015, these rates are still much higher that the projected 2.4 and 2.5 percent for the high-income countries in 2015 and 2016 respectively, [13] . However, this high rate of growth is yet to be sufficient enough to guarantee productive employment for all; significant proportion of Africa's population, and particularly the young, are being left behind, remain unemployed, and are becoming frustrated by the day.
Although many jobs have been created on the continent, these have not been enough to accommodate the number of young people in search of work. The International Labour Organization (ILO) estimates that between 2000 and 2008, Africa created 73 million jobs, but only 16 million for young people aged between 15 and 24 [14] . As a result, many young Africans find themselves unemployed or more frequently underemployed in and youth unemployment rates are double those of adult unemployment in most African countries. The problem is particularly acute in middle-income countries (MICs). According to the African Development Bank, for North Africa in 2009, youth unemployment was 23.4 percent, and the ratio of youth-to-adult unemployment rate was estimated at 3.8. In Zambia, youth unemployment was 48 percent in 2010, and the ratio of youth-to-adult unemployment rate was estimated at 2.5. Furthermore, among the employed youth in Zambia, the proportion of those in informal sector jobs is significantly higher than that of adults.
A combination of prudent macroeconomic management, market liberalization and privatization efforts, investments in the copper industry and related infrastructure, and steep increase in copper prices coupled with growth in exports, helped Zambia achieve an average annual growth of about 5.7 percent during the last decade. Real gross domestic product (GDP) growth is projected to increase to 7.1 percent and 7.4 percent in 2014 and 2015 respectively, picking up from the 6.5 percent recorded in 2013, [15] . Infrastructure investment, especially in mining, power generation, and roads will ensure that growth remains robust in coming years. Similarly, inflation is expected to remain in single digits, at 6.8 percent and 6.3 percent respectively, in 2014 and 2015, down from 7.1 in 2013, [16] . The tertiary sector, comprising mainly of services-wholesale and retail trade, restaurants, bars and hotels, transport, storage and communications, financial and real estate services and community, social and personal services-has dominated the economy since the early 1990s; from a contribution of 43.6 percent in 1990, the services sector's contribution peaked at 52 percent in 2012.
There is therefore no doubt that deliberate government policies since the 1990s are leading to sustained structural transformation and diversification of the Zambian economy. World Bank and statistics further showed that foreign direct investment (FDI) into Zambia rose from approximately US$ 164.9 million in 2003 to US$ 1.9 billion in 2013, with most investments going to mining, manufacturing, wholesale and retail trade (see [15] ). The outlook for the Zambian economy remains favourable in the medium term, underpinned by this decade-long robust growth and single-digit inflation.
On another note, reviewed statistics reveal that Zambia's economic growth of the last two decades has not translated into significant poverty reduction; the surge in FDI inflows has not manifested in significant formal sector job creation and reduction in unemployment levels. In short, the sustained growth has not been inclusive; it has on the other hand been accompanied by lack of access to wage income as implied by low employment opportunities for the youth in particular, in the formal sector. Sixty percent of the population lives below the poverty line, and 42 percent are considered to be in extreme poverty. About 300, 000 young people enter the labour market each year in Zambia, and with few employment opportunities, the large number of unemployed youth are growing restive by the day.
From the foregoing, concrete steps need to be taken by the Government and other relevant institutions and agencies in Zambia to stem the situation in which the high youth unemployment and slow progress in poverty reduction continues to overshadow the gains made from strong growth and limited inflation in the country. This constitutes a key recommendation of this paper.
Structure of the labour market and current employment situation
In 2008, the working age population of Zambia stood at 6.7 million people, a little above the 6.2 million recorded in 2005. This population is made up of those citizens aged between 15 and 64 years who are able and willing to work. It includes the employed, the unemployed and the noneconomically active (Table 1 ). The number of people in the labour force (i.e. both employed and unemployed labour market participants) increased marginally from 4. and depending on how this sector of the economy is conceptualized, and how the data in the labour force survey report is put together, this situation of very high informal sector employment could be synonymous with a large small and medium scale enterprises (SMME) sub-sector in the economy. As the case is in many countries around the world, a thriving SMME sector could swiftly translate into a growing middle class in the society. Available evidence from the African Development Bank [19] does indicate that indeed the middle class has been growing in Zambia, just as in other African countries. On the other hand moreover, the high level of poverty and inequality in the economy may be indicative of a significantly high level of disguised unemployment in the informal sector. Whichever way one chooses to interrogate the formal and informal employment statistics in tables 1 and 2, there is no doubt that creating the enabling environment for labour absorption in the economy (using supply and demand side strategies) will in no small way provide the impetus for achieving desired objectives of Zambia's Vision 2030. 
Youth Unemployment
An important characteristic of Zambia's unemployment crisis is its concentration in the 15-34 age cohort; more of a problem of "youth unemployment", if the definition of "the youth" in the Zambia context is adopted. The Zambian labour force survey 2008 showed that the 15-24 age group accounts for 57 percent of aggregate unemployment, and the 25-34 age group for 29 percent or 2.7 million (Figure 1 ). In aggregate, this implies that the 15-34 age cohort represents about 86 percent of Zambia's unemployed. If those currently undergoing training are added, this figure rises to 4.1 million. Hence, about 2.7 million young people in the 15-34 age cohort (unemployed and those employed in the informal sector) need to be targeted within the framework of a wage-income employment strategy for the youth, [19] . Given that expenditure on education has increased in the last two decades, the unemployed youth have higher educational qualifications than older citizens who are employed. Therefore, the fact that bettereducated young people remain unemployed and poor suggests that the labour market has not been playing a successful role in alleviating poverty and that the education system might not have been delivering the skills needed in the labour market, (see [4] ). In order to redress poverty and inequality, the ultimate objective of Zambia's growth and development path over the remaining years of Vision 2030 should be to enable rapid social mobility, with the aim of creating a large middle class, (see [2] ). There is substantial agreement from received literature and observed evidence from the developed world, that this could be achieved through the labour market; by forging a growth path that enables the poor, women, and the youth that are exiting the education systems, to secure decent paying jobs. Any future growth path that is not labour-absorbing will exacerbate the challenges of poverty and inequality in Zambia.
Sectoral intensity of growth and job creation in Zambia: methodological note 1
The most basic definition of employment elasticity is the percentage change in the number of employed persons in an economy or region associated with a percentage change in economic output, measured by gross domestic product. Within this broad definition, two methodologies are frequently utilized for calculating elasticity. The first technique, given in equation 1 below, gives the arc elasticity of employment that is:
The numerator simply gives the percentage change in employment in country i, Ei, between periods 0 and 1, while the denominator gives the corresponding percentage change in output, Yi. While this methodology is computationally very simple-hence its adoption for the analysis in this paper-Islam [12] have demonstrated that year-overyear employment elasticity calculated using this method tend to exhibit a great deal of instability and may therefore be inappropriate for comparative purposes. The base year or the terminal year may, for example, be abnormal, so that the elasticity obtained may not reflect the 'normal' technological relationship between employment and output for a sector. This problem may be especially severe for a developing country such as Zambia, where the industrial sector is small and the investment incentive programme is predominantly capital centred.
Given this deficiency, another methodology is regularly employed by different authors: the multivariate log-linear regression model. This is given in equation (2) .
Where, the elasticity of employment with respect to GDP in country i is given by β 1 + β 2 . This is calculated by differentiating both sides of equation (2) and solving for ∂E/∂Y:
Using this econometric method, β 1 + β 2 represents the change in employment associated with a differential change in output. Thus, an elasticity of 1 implies that every 1-percentage point of GDP growth is associated with a 1-percentage point increase in employment. An elasticity of 0.4 implies that every 1-percentage point of GDP growth is associated with employment growth of 0.4 percentage points, and so forth. At this point, it is important to raise a cautionary note regarding the relationship between employment elasticity and labour productivity. There is a fundamental arithmetic identity that links these concepts, which is given by:
Where Y i and E i are as previously defined-output and employment-and P i is labour productivity (output per worker). Equation (4) implies that for small changes in output, the following holds:
That is, for a given amount of output growth, ΔY, any increase in the rate of employment growth must be met by an equal and opposite decrease in labour productivity growth. In the context of this paper, the significance of this employment elasticityproductivity relationship is great: in formulating conclusions about elasticity, one must necessarily consider the productivity side of the relationship. If we divide equation (5) by output growth, ΔY, we derive the following:
Using equation (6) with different GDP growth scenarios clarifies the relationship between employment elasticity, Ɛ, and actual employment growth and productivity growth.
for the period 1990 to 2008 were utilized. The sectoral elasticity reveals the extent to which structural transformation translates into employment generation, (see [12] ). It is important to note moreover that the trends in calculated employment intensity are only indicative of the response of employment in terms of quantity of employed persons to GDP growth and may not inform to any great extent, the overall changes in the quality of jobs or growth in the number of "decent" jobs created, (see [11] ). Table 4 shows the results of computed sectoral employment elasticity; that is, the percentage changes in employment and output for various Thus the manufacturing sector might have been creating employment by almost 2.5 percent and 17.1 percent for each percentage increase in output respectively, indicating very high employment elasticity. This could be explained by the nature of industries in manufacturing that included textile that were highly labour intensive.
Other sectors with consistently relatively high employment elasticity included wholesale and retail trade (3.3 and 25.1), construction (0.50 and 2.8) and community, social and personal services (0.1 and 58.5), Agriculture (6.44 and 1.9), while mining and quarrying (1.67 and -3.2) and transport and communications (0.65 and -0.98) did not repeat the employment-creation they achieved over the period 1990-2008. The finance, insurance and business services sector had relatively low employment elasticity, with each percentage increase in value added giving rise to negative growth in employment over the three periods. It therefore follows that tackling Zambia's youth unemployment problem means focusing attention on removing the impediments to growth in the sectors with relatively high employment elasticity, especially manufacturing, wholesale, retail trade, hotels and restaurants, and community, social and personal services. Thus, manufacturing and tourism, if properly supported to grow, would as per theory and observed situation in the developed world, take a leading role in terms of contribution to employment, [20] .
Summary and conclusions
Reviewed statistics reveal that Zambia's economic growth of the last two decades has not translated into significant poverty reduction, neither has the surge in FDI inflows resulted in significant reduction in unemployment levels. Sixty percent of the population still lives below the poverty line, and 42 percent are considered to be in extreme poverty. About 300 000 young people enter the labour market each year in Zambia with few employment opportunities to absorb them. Obstacles to youth employment include the inability of the educational system to equip people with relevant skills required by the job market, high school dropout rates, lack of entrepreneurial opportunities, and poor access to labour market information for job seekers and employees.
The results of our analysis of employment intensities reveal a mixed picture. While employment elasticities were positive and significant for most sectors of the economy during the period 1990-2008, the mining, and the finance, insurance and business services sectors recorded negative elasticities. This implies declining propensities to generate employment over the 2-decade period by the mining and finance sectors. An explanation for this could be found in the capital intensive nature of mining activities and sustained computerization and digitalization of financial intermediation in Zambia. From the foregoing, policy measures to tackle Zambia's unemployment (of the youth in particular) problem would revolve around such that could remove the impediments to growth in sectors with relatively high employment elasticity; manufacturing, wholesale, retail trade, hotels and restaurants, and community, social and personal services. In actual fact, these sectors are being ascribed the characteristics of possessing special "employment-pulling" and/or "growth-enhancing" properties, in the development literature. It is therefore important that to make growth more inclusive and job-rich, one of the macroeconomics objectives in Zambia's Vision 2030, these sectors, manufacturing and most probably high-valueaddition agricultural activities, where agriculture remains the highest employer of labour-formal and informal-requires priority attention in terms of growth enhancing and diversification policies and strategies. Similarly, the roles of the private sector and CSOs in driving employment creation have to be more clearly defined and formalized in social compacts.
